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2008 is proving to be a challenging
time for all sectors of the commercial
world - for business, bankers and
investors alike. It’s been a long time
since interest rates were at a high
premium to bank base rate and with
the supply of cash at a record low,
borrowing will continue to be
expensive for the short term.

But, the wise owls will remember
this... when interest rates were 18%
and the dollar was at $2.40 to the £,
we came through it.

The CK View -

Marathon Time...

Summer is the time for marathons but business
faces a marathon of its own. However, with a cool

head and a realistic long term strategy, most
businesses will reach the winning line.

The loss of £75bn cash in the £360bn
mortgage market will be a problem and
lack of consumer confidence has already
hit the high street hard.

However, rescue mechanisms are there to
help and our Commercial Recovery
Department has already used our new
‘Business MOT’ check to help businesses
refocus and start afresh. Government has
helped with CVA's and IVA's (Company
and Individual Voluntary Arrangements).
These are easy to implement and
understandably, the earlier they are carried
out, the more chance there is of success.

Most marathon runners ‘hit a wall’ during
the race and, when that big hurdle is
overcome, the remainder is relatively easy.
A lot of businesses are also getting close
to that wall, but, with help and courage,
they also can keep going.

Contact our Commercial
Recovery Department

for details on our

“NEW BUSINESS MOT”

& help your business to win!

Bank Finance -

£50 million
available for
small business!!!!

In a welcome move, Bank of Ireland has just announced their “Essential for Business”
package. In a move to help small business, BOI have made a pot of £50 million
available for lending, and the good news is some of this borrowing can be unsecured.

the finance will come in a number of forms:
~ Unsecured overdrafts and loans of up to £30k for start up and £50k for two years

established businesses.

~ Secured lending up to £250,000 for all customers.
Contact Wendy Willis in our office for further information on this package.
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Tax Case Ruling -

Conacre loophole closed!!

A local Special Commissioners case has
been heard recently that challenges the
availability of IHT business property relief,
on the development value of land set in
conacre. The AGRICULTURAL VALUE of
the land still attracts 100% relief.

The case decided that business property
relief was not available because conacre
letting was deemed to be an investment
activity rather than trading.

The Special Commissioners argued in this
case that the main business was that of
providing the land for grazing and any
maintenance work being carried out in
respect of the land (e.g. hedge cutting,
drainage) was only incidental.

== \We will keep you up to date with any developments in our future newsletters.

The effect of this change now means that:

== Business property relief will not be available
in respect of any farm land NOT ACTIVELY
FARMED by the owner or used to create a
product e.g. vegetables. This will give rise
to an inheritance tax charge at 40% on the
land’s development value.

== The revenue may seek to classify all land
set in conacre as an INVESTMENT asset
for capital gains tax purposes. So gifts or
sales of land will be taxed at 18%.

In our opinion, measures can be

taken to reduce or possibly avoid

this Inheritance Tax hike. Our tax

department will be pleased to help.

PARIS 2008

Pictured above are a group of our staff
outside the Louvre, Paris.

37 Cavanagh Kelly employees enjoyed the culture
and atmosphere of this beautiful city during a
recent weekend trip.

Budget Seminars...

We recently hosted a series of successful seminars detailing the tax changes
arising from Budget 2008. Presented by Des Kelly and Nuala Kennedy, the
Seminars focused on the tax planning opportunities that still exist and identified
any new pitfalls arising from the budget announcements.

The topics discussed included:

= Review of the new capital gains tax regime and how it effects both

business and investors.

= Advice on identifying capital expenditure qualifying for maximum

tax relief.

= Changes announced in respect of personal tax, VAT, stamp duty land
tax and green taxes and their impact on local business.

The seminars were well attended by a cross section of clients, solicitors,

bankers and other professionals.

If you would like to receive a copy of the presentation booklet, please contact

Nicole Curran.

Budget Seminar, Dungannon, March 2008




Meet the

Senior Team...
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Aeveen Daly

Aeveen qualified as a Chartered Accountant in
2001 within the Quinn Group. In 2003 she joined
Cavanagh Kelly and was made Partner in 2007.
She qualified as a Chartered Tax Advisor in 2006
and regularly provides specialist advice in all areas
of taxation both personal and corporate.

Annette Kilpatrick

Annette joined the firm in 1994 and qualified
as a Chartered Accountant in 1998. She has
over 10 years experience managing and assisting
clients from initial start up through all business
development stages. She also advises on
grants, financing and personal tax.

Oonagh Tennyson

Oonagh joined the firm in 1997 and qualified
as a Chartered Accountant in 2001. She has
been managing a portfolio of business services
clients from 2000. She has a wide range of
experience to assist new and established
businesses develop. She also advises on
personal taxes and wealth management.

Clare McGerr

Clare trained with BDO Stoy Hayward and
qualified as a Chartered Accountant in 2002. In
2003 she joined the practice and subsequently
was promoted to Manager in 2007. She currently
provides advice to many businesses including
start up, VAT, personal tax and grants.

Business Services Dept...
on the move!

Due to our continued growth and expansion our Business Services Team along with
our Business Services Partner, Aeveen Daly, will be moving to 27 THOMAS STREET,
our current home at 38 Northland Row. Contact us by telephone as
2990 or by email : mail@cavanaghkelly.com

Services

Our Business Services Team just does what it says on the tin!
We service businesses in the widest sense of the word.

Production of accounts and tax advice, whilst very important, are only part of our work.
We have wide experience in each industry sector, and continue to help many clients
with business strategy, opening new ventures, grant opportunities, computer advice etc.

Company Issues...

The first element of the new
Companies Act came into law in

Northern Ireland on 1st October 2007

with the codification of director’s

duties. The second segment rolled

out on 6th April 2008 in 3 parts:

Companies Act 2006 - update April 2008

=1 Filing of accounts -
The period is now reduced from 10 to 9 months.
This will apply to all accounting periods that start on or after 6th April 2008.

= 2 Company Secretary -
Itis no longer obligatory to have a company secretary. If a company decides they no longer need a
company secretary, they must inform companies registry, and if there is a specific reference to a
company secretary in the articles these will have to be amended.

= 3 Auditors Liability -
Shareholders may now agree a limitation to auditor’s liability.

A consequence of the new rules on company secretaries is that a company can now have a sole director
and no secretary - strange but true!!



PAGE FOUR

Grants Update...

NEW RURAL DEVELOPMENT PROGRAMME 2007 - 2013

The New Rural Development Programme 2007-2013 in this region will be delivered
using a cluster of 4 Councils: Cookstown, Dungannon & South Tyrone, Magherafelt
and Fermanagh. The four clusters will be made up of 16 Councillors and 16
stakeholders known as a Local Area Group (LAG’s).

The aim of the New Rural Development Programme is “Diversifying the Rural
Economy & Sustaining Rural Communities”. It is broken into 4 Axes:

Axis 1 - Competitiveness - Total NI Budget £2.3 million
It is farm focused and its objective is to improve the competitiveness of agriculture and
forestry by supporting, restructuring, development and innovation.

Axis 2 - Improving the Environment & Countryside
by supporting Land Management

Axis 3 - Micro Business Creation — Total NI Budget £100 million

This is focused on diversification into non-agricultural activities and development. The
objective is to assist farm households to diversify into non agricultural activities to
increase income streams, to encourage Tourism, Village renewal and development and
conservation and upgrading of rural Heritage.

Axis 4 - Locally Based Delivery

It is believed that around October 2008 after the local public-private partnerships (LAGs)
are appointed and their strategy for how the funding is to be distributed is agreed and
implemented, funding will become available.

WE WILL OF COURSE KEEP YOU UPDATED AT EACH STAGE OF THE
PROCESS AND THE CRITERIA NEEDED TO ENABLE YOU TO APPLY

Community Arts
Grants

The community foundation for NI is
offering small grants from £500 to
£1,000 for community arts projects.
Contact us for an application form.

Peace Ill money

Don’t miss out on your “Peace”

New SEED Capital Fund
for start up technology
companies - April 2008

Invest NI is currently creating a new
seed capital fund linked to Queens
University Belfast, and the University
of Ulster. The new fund which will

become operational next month will
play an important role in developing
technology based start up companies.

We will keep our clients informed of
the funding as it’s rolled out.

WRAISE up to the challenge!!!

Women in the Magherafelt area who are considering starting their own
business are being urged to participate in the highly successful WRAISE
Programe.

It will provide an insight into the implications of managing your own
business and will explore the qualities required to be a successful
entrepreneur. It will also highlight sources of support and will be
delivered in a friendly relaxed environment

The training element of the WRAISE Programme will commence on 8th
May and will run for 5 weeks. It will be held in the Rainey Centre in
Magherafelt and all participants will receive assistance with childcare
and transport costs.

For further information on the WRAISE programme or to book your
place, please contact Enda Daly or Michelle Clarke on 028 7962 8113.

WRAISE is training and development programme available to any
women from rural areas in the West of N. Ireland - contact your local
Enterprise Centre for details on when their WRAISE programme is run.

Co-Operation Ireland
Exchange Grants

Co-Operation Ireland’s Exchange programme runs small
grants for cross border projects that focus on mutual benefit,

peace and reconciliation and diversity. Funding is available
for youth and community groups. For guidelines visit:
www.cooperationireland.org

Doing Business Cross Border -
New specialist support

With the ever increasing development of all Ireland commercial linkages,
we have created a new specialist support to provide key information
and advice on the tax, legal and financial issues arising from operating
on a cross border basis. This includes the very tricky area of VAT and
sub-contractor tax (see page six: New Rules for Contractors).

For further details contact Catherine Doris on 028 8775 2990.



Budget Issues

Budget 2008

Alistair Darling’s first Budget
offered few surprises.

Most of the main issues had
already been announced in
the Pre Budget Report.

As with all budgets there are
winners and losers.

For full details of the budget
and how it might affect you
ask for a copy of our
Budget Booklet.
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Capital Gains Tax

= The introduction of an 18% flat rate of Capital Gains Tax is good news for investors, but bad news for Business.
However the withdrawal of Taper relief and indexation allowances will result in a tax hike of up to 13% on
the sale of business assets.

= The introduction of the new Entrepreneurs Relief will only benefit those selling ALL OR A SIGNIFICANT PART
of their business. Farmers selling a site will have to pay 18% tax on the gain arising.

Capital Allowances

= The introduction of the new Annual Investment allowances, which gives 100% tax relief on the first £50,000
of capital expenditure (excluding cars) in the year will be beneficial to many small businesses, but will be
detrimental to those businesses which invest heavily in plant and machinery.

= Those involved in the Hotel industry will see their tax liability increase with the phased reduction over the next
3 years of HBA.

Corporation Tax & Income Tax Rates

= The reduction in the Corporation Tax rate for large companies from 30% to 28% is to be welcomed;
however this cut is to be financed in part WITH THE INCREASE IN THE SMALLER COMPANIES RATE TO 21%,
rising to 22% from April 2009.

= Similarly the reduction in basic rate tax from 22% to 20% will be offset by the withdrawal of the 10% starting
rate (except for investment income) and increase in the NIC threshold.

= An individual earning at the basic rate band threshold of £41,435 per annum will only be £297 better of in
2008/09. Hardly enough to cover increased fuel costs and proposed increase in vehicle excise duty.

Income Shifting (Husband & Wife Companies)

= One piece of good news, the postponing of legislation on income shifting for at least another year is to be
welcomed by smaller husband & wife businesses - so they can take income via dividends rather than totally
in salary if they wish.

Tax Issues

Buy to let landords - The taxman is after you!!!

HMRC have recently issued preliminary search landlords. This information will be used to identify
letters to individuals who they know are landlords income tax, capital gains tax and potential [HT.
and they suspect have not paid enough tax or

none at alll Act now!

These letters are not formal enquiries but if they
are not responded to at this stage they could result
in large penalties and interest charges. In extreme
cases, if the landlords fail to respond or co-operate

Once the replies of these letters have been
reviewed, a further batch will be issued over
the next few months.

The Revenue’s sources criminal investigations will be started.
The revenue have obtained data from letting If you have received one of these letters or have
agencies and cross referenced these against stamp undeclared rental income, our tax department will

duty land tax returns to build up a database of be happy to help.
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This new Bill for Northern Ireland will update and
modernize the legislation and administration of charities
in Northern Ireland.

itwill :
= Provide statutory definitions of ‘charity’ and

Last year HMRC asked for ‘charitable purpose’.

holders of undisclosed offshore = Establish a Charity Commission for Northern
accounts to make a voluntary Ireland and a Charity Tribunal.

disclosure, but after the deadline = Create a Register of Charities for Northern Ireland.

This register will be open to public inspection and
will provide information that is currently not
available (including we assume, accounts).

they decided that many more
account holders did not take

advantage of the ‘amnesty’ of a = Introduce the concept of Charitable Incorporated
specially reduced penalty. This Organization - CIO (a new form of charitable body).
new letter of March 2008 warns = Set out new rules with regard to fundraising and

collections.

= Establish new rules for charities accounts, reports
and returns.

that people who do not respond
run the risk of formal

proceedings being issued. ) ) o
It is envisaged that it will be late summer 2008 at the

earliest before the new Bill becomes law.

NEW CHARITIES BILL - a long awaited change

Commentary...

The 4 current heads of ‘charitable purpose’ will
be replaced by 12, and therefore considerably
widen the number of activities that can be
considered as ‘charitable’. These will include

= the advancement of amateur sport and

= the advancement of community
development

Both of these will have local appeal and we
expect that rural and urban regeneration will be
included.

The rules on accounts are to be welcomed and
will mean that charities will have to have their
accounts independently examined and where its
income is over £100,000, a full audit will be
required.

The New CIO gives charities a specific legal

structure similar to a limited company- a charity
operating as a ClO will not be regulated under
company law but rather by the new commission.

New Rules for Contractors

working in the Republic of Ireland

September 2008 - New Reverse ROI VAT charge for subcontractors

From 1 September 2008, VAT on supplies from subcontractor to principal contractors in ROl will be accounted
for using the Reverse charge calculation.

The reason for the introduction of this method is to prevent VAT being charged by subcontractors but not
paid over to the Revenue.

Under these rules, the Principal Contractor will include input & output VAT on their VAT return.

April 2008 - New Form RCT1

Principals and subcontractors entering into ROl contracts on or after 1 April 2008 MUST use the new RCT1
form. This applies to both resident and non resident contractors.

The form must be signed by BOTH THE PRINCIPAL AND SUBCONTRACTOR. The subcontractor must provide
specific information in relation to their registration for various taxes in ROI.
The form must be retained by the principal contractor (PC) or sent to the Revenue within 7 days of making

the declaration. There are specific instances when the form must be submitted to the Revenue e.g. where
it is the first ROI contract entered into between the PC and subcontractor.

January 2008 - New C2 Cards

From 1 January 2008, a new version of C2 card has been available. All new applicants now receive the new
version card. Existing cardholders will be issued the new card as part of the 2 year renewal process for C2’s.
Therefore contractors need to be aware that both the old and new style of cards may be presented to them
until 31 December 2009. From 1 January 2010, only the new style of card will be valid.

For further details on any of the above issues, contact our tax department.

Public Sector

Tendering -
WORTH A GO??

The public sector market, north and
south, is currently valued at £11
billion per annum. Very often
businesses think that the tendering
process is too complicated and only
for the large companies. This is not
the case and Governments, north and
south, are keen to encourage interest
from small business.

Recently one of our clients attended
a micro trade course and obtained a
contract for £25,000. Micro trade is
a programme that helps small
businesses build contacts, interest
and partnerships across the island of
Ireland. It is an initative of Invest NI
and Intertrade Ireland.




Well done Hogan’s Hero's CAVANAGH KELLY

PRACTICE NEWS

St Patrick’s Academy, Dungannon became the
proud holders of the prestigious Hogan Cup,

the All Ireland Colleges GAA Football NeW Ap pOl ntments

competition, beating a highly talented St
Brendan’s, Killarney team in the final.

To get to the final they overcame very stiff
competition in Ulster, before wining the provincial
final. We, at Cavanagh Kelly, are delighted to be
part of their success as their main sponsor.

WELL DONE TO ALL THE TEAM!!

Des Kelly, Academy Captain Ryan Pickering & Sean Cavanagh

CHARITY NEWS...

The Belfast City Marathon was on Monday 5th May 2008. Cavanagh Kelly staff marked the event
by entering three relay teams and a group of walkers. The chosen Charity to benefit is the Catherine Doris, Karen O’Hagan & Gerard Gildernew
Southern Area Hospice Services.

The Southern Area Hospice provides invaluable support and care to people suffering from cancer, multiple sclerosis, Cavanagh Kelly has recently appointed:

motor neuron disease and other life threatening illnesses. Their aim is to provide the best quality of life for the Catherine Doris : Director
patient and their family as both residents and out patients. Gerard Gildernew : Director
All donations will be gratefully received. Karen O’Hagan : Director
You can sponsor us by: Sean G Cavanagh : Assistant Manager ABAS
making a cheque payable to Bernadette McCullagh : Manager ABAS
Cavanagh Kelly Anne Douglas : Manager - Tax
or online : Mairead Moohan : Manager - Tax
www.justgiving.com/cavanaghkelly Martin O’Neill : Supervisor - Business Services

Donating through this site is simple, fast
and totally secure. It is also the most
efficient way to sponsor us. Southern Area
Hospice Care will receive your money faster
and, if you are a UK taxpayer, an extra 28%
in tax will be added to your gift at no extra
cost to you.

please help us, help them.

Many thanks for your support.
Charity Registration No XN47329/2

Cavanagh Kelly - 2008 BELFAST MARATHON Teams
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